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CHAPrER I
INTRODUCTION
Business could not have reached its present state
of development without the aid of accounting; each is
necessary to the other .
With succeeding generations of ambitious merchants
and financiers, and the ever-extending trade frontiers
involving business transactions with far distant places
and people, constantly increasing demands are made upon
accountants to devise ways and means of recording
accurately and interpreting intelligently the financial
results of complicated negotiations .

Commerce is not

conducted on the one-venture or pay-on-the-spot plans.
Innumerable purchases and sales and fabrication operations,
for present and future use and variously financed, require
careful records prepared by trained accountants.
Competition has become so keen that itis necessary
for executives to know cost of products in order to act
intelligently when forced to meet the prices at which
merchandise or services are offered by trade rivals.
Regardless of the field of endeavor to which one
aspires, if the activity comes in contact, however remotely, with business, the study of accounting is of
1

2

value.
Purpose of Research
Most people recognize the initials
they recognize M. D. or Ph.D ••

c.

P.A., just as

The work of the

c.

P.A.

is less well known, especially among young men and women,
because they do not meet accountants in their daily lives
as f requently as they encounter doctors or teachers.
Theref ore, it is the purpose of this study to bring
f orth more information to the reader in order that he
may become more familiar with the certified public
accounting profession in the state.
Statement of Problem
This study is attempted to help the reader enlarge
h is knowledge of specific aspects of the accounting
prof ession in the state of Texas, with emphasis on the
qualifications and requirements of Texas Certified Public
Accountants; the types of work they perform; the types of
indus tries demanding accountants in the state; the supply
of with respect to the demand for accountants in the state;
the Texas

c.

P.A. examination and the results of the same;

and accounting organizations both state and national
aff iliation.
Delimitation
This study, dealing as it does with an inquiry into
the certified public accounting profession in the state,
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is not intended to picture accountancy as a vehicle for
the realization of one ' s materialistic aim:

like its

fellow professions, law and medicine, accountancy requires
men of intelligence and character .

The writer does not

intend to teach accounting nor to encourage or entice
future aspirants into the profession, but rather to focus
attention only on the facts of the accounting profession
in the state of Texas, because of the great, unfilled
demand for good accountants that now exists.
For public accounting, most business leaders today
deem it essential that one is also a

c.

P. A. ; thereby

signifying that he has been officially accredited as a
skilled accountant of independent mind whose findings can
be considered authoritative .
Method
The information included in this compilation aims
to place major elements of this study in focus, therefore,
extended study of varied sources :

books, periodicals,

governmental documents, bulletins, letters to the writer,
and statistical charts were used.

Questionnaires were also

used to develop data providing a greater insight into the
accounting profession in the state.
Dr. James A. Tinsley, professor of history at the
University of Houston, has prepared a fascinating manuscript describing the growth and development of the
certified public accounting profession in the state of

Texas.

1
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He searched carefully into the early development

of the profession in the state.

His research has resulted

in a manuscript which contains the evolution of the
profession in the state.

After resorting to the varied

sources previously mentioned, the writer has found that a
more detailed account of the history of the accounting
profession in the state lies in Dr. Tinsley's unpublished
manuscript.
Definition of Terms Used
The following definitions as stated by the Accounting
Research Bulletin Number 9 have been adopted by the writer
and any use of the words in this study will refer to
these definitions only.

The following terms are defined:

accountancy, accounting, auditor, and certified public
accountant.
Accountanct. The theory and practice
of accounting;ts responsibilities standards,
conventions, and activities.
Accounting. The art of recording, classifying,
and summarizing in a significant manner and in
terms of money, transactions and events which are,
in part at least, of a financial character, and
interpreting the results thereof.
Auditor. One who, either as a regular
employee or in an outside and professional
capacity, audits books of accounts and records
kept by others.
Certified public accountant.

An accountant

lHistory of The Texas Society of Certified
Public AccountantS:-
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who, having met the staturory requ i rements of
as t a t e or other political subd1.·vis'
f
•
o the
Un1.· t e d St a t es o f America
as to age , 1.on
d
e ucation
res idence, moral character and abilit
h
'
been registered or licensed to practi~~ p~~lic
accounting and is permitted to call h'
lf
"<?ertified public accountant" and use1.:: i i tials "CPA" after his name.2
n
A Brief History of The Profession
Present day accounting is based on double-entry
bookkeeping.

The writer believes a study of the early

history of double-entry bookkeeping is necessary fully
to understand the present educational problems of
accounting.
Since the three branches of accounting; private,
public, and certified public have direct bearing on the
first written financial transaction of 3500 B. C., it
would be impossible to separate them historically.
The first book on the double-entry method of bookkeeping was published shortly after the invention of the
printing press.

Among the early books of bookkeeping

in Italy Summa de Arithmetica Geometria, Proportioni

~

Proportinalita was issued in print in 1494 in Venice by
Lucas Paciolo.

Double-entry bookkeeping in Italy goes

back to ledgers written on parchment in Latin in the
Commune di Genora in 1340.

One of the old ledgers was

2Accounting Research Bulletin Number 9, New York:
American Association of Certified Public Accountants,
1958.
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the record of the Massari or the trustees of finance.
The other old ledger was the record of Maestri Razionali,
or the high accountants who supervised the trustees.
Another old book published in 1408 in Genoa is Banco
Georgio.

s.

In Lombardy, books of the Treasury for the year

1356 are still in existence.

The Tuscan Archieves

contains the records of Francesco di Marco Datini in
the double-entry method, beginning in the year 1383
and continuing for thirty years.

The ledger of Fratelli

Soranzo, a merchantile firm, beginning in the year
1406 and continuing for twenty-eight years was found
in Venice.

Both of these ledgers were kept by the double-

entry method.

The majority of students consider Lucas

Paciolo as the author of Summa de Arithmetica Geometria,
Proportioni e Proportionalita.

The name of the author

of this great book has also been translated as Fra.
Paciolo di Borgo Santo Sepolcro.
This great treatise on bookkeeping was written by
Lucas Paciolo when he was about fifty years of age.
Paciolo is generally considered to be the father of
the double-entry method of bookkeeping.

His book was

the first to give the rules and methods for keeping books
by the double-entry method.

Paciolo describes the double-

entry method as the method used in Venice, to distinguish
it from the methods used in the other commercial cities.
Venice, at the time Paciolo wrote his book, had been the
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center of commerce for a period of approximately three
hundred years.

It is natural that the development of the

art of bookkeeping should reach its highest development
in the greatest commercial center of the world.
Arithmetica Geometria Proportioni e Proportionalita
was the foundation and the basis for the early writings
of bookkeeping and accounting in Germany, Holland, France,
and England.

Writing was stimulated by the changes in

the centers of commerce.

As

a new center developed,

books were written explaining to the merchants how to
keep books by the double-entry method.

In 1534, in

Venice, Domenico Manzoni published his book on bookkeeping.

This work may be considered as a revised edition

of Paciolo's book as many passages of both books are the
same.

In 1604, in Amsterdam, Simon Stevin published his

book Verrechning Van Domeine Coopmans Bouckhoulding op~
Italiaersche Wyse.

Richard Dafforne published in London,

in 1636, a very popular work, The Merchants' Mirrour of
Directions for the Perfect
----- -- ---Accounts.

--- -Ernest Ludwig Jager published Lucas Paciolo
Ordering and the Keeping of His

und Simon Stevin at Stuttgart in 1876.

In 1905 at Edin-

burgh, Richard Brown edited a book called The History of
Accounting and Accountants.
Writers influencing accountancy in the United States.
John A. Cooper in writing during the year of 1908 listed
several books by writers in Great Britain as exerting a

8

very great influence on the development of accountancy
in the United States. 3 Among these books were: Accounting
Theory and Practice by Lisle, Auditing by Dicksee, Advanced
Accounting by Dicksee, and Bookkeeping by Van de Linde.
Leo Greendlinger writing also in 1908, considered the
literature affecting the development of accountancy in
the United States to include some additional writers. 4
These additional writers were:

Gracke and Fells, writing

on cost accounting, and Pixley and then Lawrence R. Dicksee
writing on the refined problems of corporation accounting.
Some of the early American writers on the systems of
bookkeeping included John A. Bennett, who published fortyone editions between 1820 and 1862; Ira Mayhew, who
published one hundred and forty-one editions between
1851 and 1888; Joseph H. Palmer, who published fifty
editions between 1851 and 1884; and Joseph H. Goodwin,
who published twenty-eight editions between 1881 and
1913.

Some of the American writers of textbooks exerting

present day influence on accounting include David K.
Keister, Henry R. Hatfield, Lloyd E. Goodyear, Roy B.
Kester,

w.

A. Paton, George H. Newlove, C. Aubrey Smith,

John A. White, and Robert H. Montogomery.

3cooper, John A., "Education for the Accountant," The
Journal of Accountancy, August, 1908, pp. 261-268.
¼reendlinger, Leo, "Accounting Literature," The
Journal of Accountancy, February, 1908, p. 300.
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Other events which have assured the public accountant
a permanent place in American affairs were the adoption
of the New York Stock Exchange requirement in 1933 that
applicants for listing must agree to annual audits of
their accounts by independent public accountants, and the
provision in the Securities Act of 1933 that companies
registering securities for sale submit financial statements
certified by an "Independent public or certified accountant . "
This was the first recognition extended to professional
accountants by a Federal statute in t~is country.

It was

repeated in the Securities Exchange Act of 1934. 5
History of the Certified Public Accounting Profession
in Texas.

The profession of public accountancy has made

rapid strides in Texas within the last 62 years.

The

profession began its existence in North Texas in 1900.
By 1911 the accounting profession had advanced to the
extent that an organization was needed.

Thus, the Texas

State Society of Public Accountants was formed on May
22, 1911 in Galveston by nineteen accountants.

The Texas State Society of Public Accountants
through the work of its members was largely responsible
for the establishment of our present
became effective March 22, 1915.

c.

P.A. law, which

Having attained this

5Baker, K. L. Do You Want To Become An Accountant?
(New York: FedericxA:-Stokes Company, 1"9°59), pp. 13-26.
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achievement, the original organization ·was reorganized
into the present "Texas Society of Certified Public
Accountants."
The first meeting of the Society was held in Fort
Worth, on October 27, 1915, with eleven members present.
The original constitution and by-laws were adopted at
the second meeting of the Society held in Fort Worth,
on August 14, 1916.

By this time the membership had

increased to a total of twenty members and seven associates.
From the time the Society was chartered and the
first meeting was held, there existed considerable
differences of opinion among various accountants as to
what should be done, causing a state of disorder within
the organization.
In 1916 the American Institute of Accountants was
formed, the prerequisite for membership being membership
in a State Societ~ of Certified Public Accountants.
As previously stated, many Texas accountants were at

odds with each other and it looked for awhile as if it
would be impossible for any members from Texas to be
admitted to the American Institute.

There were not many

certified men in Texas as the law had been in effect only
about a year and comparatively little work had been done
towards issuing certificates.

The troubles and problems

were called to the attention of the Institute and Mr.
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J. S. M. Goodloe of New York came to Texas to make an
investigation and try to iron out the difficulties.
A meeting was held at Fort Worth and after two days of
discussion the internal differences of the Society
were settled, a roster was made up and these members
became members of the American Institute.
The first World War was on, and in Texas, as in all
parts of the United States, things were in a very unsettled
condition in accountancy up to the year 1919, and all the
activities during that period were confined to keeping
the Society alive and preserving its charter, and all the
meetings held were for that purpose.
After the war was over and the members of the Society
resumed their peace time pursuits, it was possible to
hold a meeting in Dallas, on November 17, 1920, with a
good representation of the membership.
The membership was increased rapidly during the
following year and the first printed roster on August
13, 1921, showed twenty-eight fellow members, twenty-two
associates, and three honorary members.
The next printed membership roster of the Society
appeared March 1, 1924, listing thirty-eight fellow members
and seventeen associates.

Little change was made in the

total membership during the next three years except that
the number of fellow members was increased to fifty-four
by June 30, 1927, and the classification of associate
members had been discontinued.
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In the last half of 1927 a vigorous drive for new
members was coupled with the announcement of plans for
wide distribution of a file folder roster of members of
the Society.

A total of eighty members were listed in

the roster, which was distributed to many bankers and
public officials in December, 1927.

The membership

continued to grow and reached a total of one hundred
and one by November 30, 1928, and twenty-two additional
members were added during the year ending November 11,
1929.

A roster published September 1, 1930, listed

one hundred and twenty-two members, in 1934 one hundred
and seventy-eight, in 1938 two hundred and seventy,
and presently over four thousand.
In January, 1928, the first copy of The Texas Accountant was issued.

This publication, which is the official

bulletin of the Society, has appeared regularly since
that date, circulating approximately ten issues a year.
It has served to keep the growing membership of the Texas
Society in touch with the problems of the profession and
each other.

Until 1935 this publication was the re-

sponsibility of the president and secretary of the Society.
Beginning in 1935 it has had its own editor, who has kept
in touch with the various officers and maintained continuity
in the subject matter. 6
6The Texas Society of Certified Public Accountants,
Roster of Membership with Historical Sketch, (Texas: The
Texas Society of Certified Public Accountants,1938), PP. 4-7.

CHAPrER II
QUALIFICATIONS AND REQUIREMENTS
The original statute to govern the practice of
accountancy in the state of Texas was enacted during
the year 1915.

This statute was codified during the

years of 1916, 1918, and 1925.
during the year of 1945.

The statute was amended

The eligibility, experience,

and educational requirements of the statute were amended
by the act of 1945.

The present requirements which were

included in the act of 1945 are as follows:
Eligibility
In order to be eligible to take the certified public
accounting examination in the state of Texas, an applicant
must:

(1) be a citizen of the United States, or must have

a place of business or be employed therein at the time of
his application (2) be over twenty-one years of age, and
(3) be of good moral character. 7

7 Texas, Public Accountancy Act of 1945, Section 12.
13
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Experience
The candidate must have been engaged in the practice
of public accountancy, or been in the employ of a person
engaged in the practice of public accountancy, or shall
have been employed as an accountant or auditor in work
of a non-routine accounting nature which continually
requires independent thought and judgment on important
accounting matters.8
Education
The following educational requirements are set
forth in the Act:

(1) the individual must be a graduate

of a junior college, senior college, or university recognized
by the Board, and has completed thirty or more semester
hours, or the equivalent thereof, he shall be in the
study of accounting, and has been engaged in the practice
of public accountancy, or shall have been employed by a
f irm as an accountant or auditor in work of a non-routine
accounting nature which continually requires independent
thought and judgment on important accounting matters
for one year preceding the date of application; or
(2) the applicant must be a graduate of a junior
college, senior college or university recognized by the
Board but has not completed the hours of study in the
subject specified in subdivision (1) of this section,
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and has been engaged in the practice of public accounting
as a public accountant, or been in the employ of a person
engaged in the practice of public accounting or shall
have been employed as an accountant or auditor in work
of a non-routine nature which continually requires
independent thought and judgment on important accounting
matters for three years preceding the date of application;
or
(3) he is a graduate of a high school with a fouryear course or has an equivalent education and has been
in the employ of a person engaged in the practice of public
accountancy, or shall have been employed as an accountant
or auditor in work of a non-routine accounting nature
which continually requires independent thought and
judgment on important accounting matters, for at least
f our years preceding the date of application; • • • • 9
The Texas statute provides credit for a member of the
bar, without an examination, for the law portion of the
examination.
It is provided, however, that anyone who meets the
requirements of education and experience of one of the
three subdivisions (1), (2), (3), and who is duly enrolled
as an attorney in the Supreme Court of Texas and has
complied with the provisions of the State Bar Act and

9Ibid.
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is a member of the State Bar in good standing, shall
be immediately entitled to examination in subjects other
than commercial law, as affecting accounting, and will
be given credit for commercial law without taking the
written examination on commercial law . 10
Schools recognized by the Board are those whose
credits are accepted as transfers by The University
of Texas or schools of a similar rating .

CHAPI.'ER III
TYPES OF WORK PERFORMED BY THE CERTIFIED PUBLIC ACCOUNTANT
Within the last few decades there has been sharp
changes in the relative size of different industries
in the state of Texas such as:

the apparel; lumber and

wood; furniture and fixtures; pulp and paper; printing
and publishing; chemicals; electronics; petroleum products;
stone, clay, and glass products; primary metals; transportation vehicles and equipment; and machinery.
These and other industries employ the services
of Texas' 4,000 certified public accountants which is
5.6% of the nation's certified public accountants . 11
Since so many people consider the accountant to be
merely a man of figures, a sort of human adding machine,
it is hoped that this chapter may place him in quite a
different light and reveal his many sides as they are
known to businessmen.
The certified public accountant is one whose services
are at the disposal of the public.

Today the activities

in which he may be engaged cover a constantly widening

llcompiled by the American Institute of Certified
Public Accountants from data in records, August, 1960.
17
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area extending into every field of human endeavor.
In practice, a large part of the work of the public
accountant is the examination of financial statements
of business organizations, to enable him to render an
opinion as to whether such statements present fairly
the financial position and result of operations in accordance with generally accepted accounting principles
consistently applied.12
The present duties and professional standards of
the public accountant are the result of the historical
development of the profession, which has taken place,
for the most part, within the memory of its present
leaders.

At the beginning of this century the public

accountant's function was largely that of a staff department of business.

Accounting as an aid to manage-

ment of business was in its infancy.

The public account-

ant, as an expert in this field, was called upon to review
the work of bookkeeping departments both as to proper
application of accounting principles and as to accuracy
of the work done.

Business organizations were generally

of medium size, and it was natural that management looked
to the public accountant for much of the protection
against fraud and error which today is afforded by

12nobert H. Montgomery, auditing (New York:
Ronald Press Company, 1949), p. 3.

The
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adequate systems of internal control.
A

number of factors has led to tne development of

public accounting.

Public accountants tnemselves nave

educated businessmen to appreciate the importance of
accurate bookkeeping.

Technical improvements in the

art have developed methods of internal control which
have greatly narrowed areas of possible error and fraud.
Management has realized that it has primary responsibility
for the efficiency of and the results obtained by the
accounting department just as for the production, sales,
or other business functions.

Growth in size of business

units and in multiplicity of transactions has made
impractical detailed checking by public accountants for
discovery of mere bookkeeping errors.

The federal income

tax law, based largely on accounting determination of
taxable net income, made the work of the accounting
department of primary importance, for this tax is one of
the heavy expenses of business.

Public accountants have

applied their knowledge of accounting and federal income
tax practice to serving their clients in this field, and
thus have enhanced their standing as professional accounting advisers.
The public accountant usually concluded his examination of the books and record with a report to his client
of his opinion regarding the financial statements which
had been prepared therefrom.

Not only were such reports

20

an assurance to the owners or managers of a business
that the financial statements were reliable, but often
they were required by financial institutions as a prerequisite for the granting of credit.

Over the years

this phase of his work has assumed even greater importance .

Financing expanding business has required

raising large amounts of capital, and the diffusion
of corporate ownership has brought into being large
numbers of relatively small shareholders who are not
intimately connected with management.

This diffusion

emphasized the necessity for an independent appraisal of
the fairness of the reported results of management ' s
stewardship as shown in the annual financial statements
made available to shareholders .

Fairness of financial

statements depends upon proper application of principles
of accounting, and it is natural that the opinion of the
public accountant, as a professional expert in such
matters, should be sought.

Thus the public accountant's

independent, objective, and impartial report upon his
examination of financial statements has become his major
function.
It is not feasible to include all of the types of
work performed by the public accountant, therefore only
the following are listed:

independent opinions of finan-

cial statements, other services to clients, services to
the public, and auditing.

21

Independent Opinions of Financial Statements
Holders of securities of a corporation generally
depend on periodic statements of the corporation's
position and results of operations for information to
assist them in deciding whether to retain, increase, or
dispose of their investments .

The advantage of an in-

dependent expert review of the reports of management is
generally recognized.

Most well-conducted concerns,

therefore, furnish to security holders, at least annually,
financial statements accompanied by a report of independent
public accountants .

Other organizations, the financial

needs of which are met through dues, donations, or taxes,
such as clubs, labor organizations, charitable, religious,
and educational institutions, and governmental divisions
also find it desirable to submit, with their financial
reports, the opinions of independent public accountants
thereon.
With certain specified exceptions, corporations
whose securities are listed on a national securities
exchange must file financial statements, accompanied by
a report of an independent public accountant, as part of
the required initial registration statement and also
as part of the succeeding annual reports required to be
filed with the exchanges and the Securities and Exchange
Commission.

Corporations that register securities under

the Securities Act of 1933 for sale to the public must
have their financial statements certified by independent

22

public accountants.

After the securities have been sold,

many of these companies must file annual reports, including certified financial statements, with the Commission
as required by the Securities Exchange Act of 1934 which
provides:
••• for the registration of national securities
exchanges, securities listed on such exchanges, and
brokers and dealers trading in the over-the-counter
securities markets. The law also prohibits market
manipulation by means of wash sales, matched orders,
any other deceptive device or fraudulent practice.
Under the law the Commission regulates the solicitation of proxies from the holders of listed securities,
such trading activities as short sales and stablizing, the hypothecation of customer's securities,
and the business of specialists and odd-lot dealers.
Corporate insiders-that is, directors and officers
of listed corporations and principal owners of its
equity securities-are required to file statements
of their holdings of the registered equity securities
of their company and also to file monthly reports
of changes in such holdings.13
The New York Stock Exchange, effective in listing
agreements made since July 1, 1933, requires that annual
reports of listed companies to their stockholders (with
few exceptions) shall be audited by independent public
accountants and shall be accompanied by a copy of the
certificate of these accountants.

The current form of

listing agreement between listed companies and the New
York Curb Exchange contains similar provisions.

The

New York Stock Exchange and certain other national securities exchanges require members doing any business with

13tbid.
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other than members and member firms to have annual audits
by independent public accountants.

The Securities and

Exchange Commission requires that annual financial
statements, certified by certified public accountants,
be filed with the Commission by most brokers or dealers
in securities who are members of a national securities
exchange .
Many bond indentures, preferred stock and note
agreements require that financial statements be furnished at specified intervals, accompanied by a report of an
independent public accountant .
Partnerships, especially those with inactive or
limited partners, benefit when they have their financial
statements examined and reported upon by independent
public accountants .

Regular examinations tend to minimize

questions peculiar to that form of business organization
arising under the provisions of the articles of partnership relating to salaries of partners, division of profits,
or partners' overdrawings.

The independent public account-

ant views such questions with impartiality and objectivity.
Bankers frequently require prospective borrowers to
furnish financial statements accompanied by a report of
an independent public accountant .

This practice is be-

coming more general and the borrower who submits such
a report is usually more highly regarded than one who
does not .

The extension of credit by the bank depends
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on the judgment of the loan officer as to the ability
of the borrower to pay his loan when due, and such judgment can be more soundly based upon financial statements
of their borrowers for indications of business and management policies which the figures reflect.

The public

accountant, because of his experience and independence,
is frequently better able to aid the banker in forming
his judgment than is the prospective borrower, who
rarely views without bias the condition of his own
business.14
Many small businessmen do not fully comprehend the
procedure of analyzing the financial statements and so
turn to the accountant for advice and assistance in
interpreting ratios, both his own and "standard" ratios.
This can be an invaluable aid offered to management in
attempting to improve business conditions.

The writer

wishes to point out that this service is becoming increasingly important.
Other Services to Clients
Development of the work of the public accountant
as an independent reporter upon financial statements has
not led him to abandon other services in which the special
interests of bis client are foremost.

14Jbid.

Proprietors or
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managers of a business frequently find the work of the
public accountant of significant value as a check on
the work of their accounting staff.1 5

This requires of

the accountant a great amount of tact and skill.

He not

only must provide a system that meets the clients needs,
but must see that it is inexpensive, easily understood
by the client, and requires a minimum of time to keep.
The following paragraphs illustrate the manner in which
the accountant's abilities are tested:
With a sole proprietor, the hardest habit
to break is his looseness with cash. He rarely
takes a regular fixed amount for personal use,
preferring to tap the till, whenever he wishes,
for amounts varying from a few cents to many dollars.
Many use checks for out-of-town payments only,
preferring to pay local bills by currency. They
continually mix business and personal funds. A
client who leaves his store, collects several
accounts, uses the proceeds to pay bills--both
business and personal--and returns several hours
later to ring up the difference as a cash sale,
challenges the tact and patience of any accountant.

Sometimes cash complexities which plague the
accountant are not entirely the fault of the client.
For example, country stores, mines, and other outlying enterprises are often far from a bank, making
it incovenient to deposit regularly. Occasionally
large sums are kept on hand to cash pay checks or
to buy produce from farmers. Bartering offers a
nice accounting problem. Many country storekeepers
are shrewd traders, and will go through the day
making deal after deal with little or no cash
involved. Only the merchant's memory and his scant
notes are available.
The accountant must develop an ability to
explain accounting procedures and practices in
simple language with commonplace analogies. He

The W. R. Banks Library
Prairie View A. & M. College
Prairie Y1ew, Xex&s
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must have the patience to explain the simplest
procedures again and again. One of our clients-a successful businessman--did not know how to
reconcile his bank account. He, therefore, established two checking accounts and used them alternately.
He would allow one to lie dormant using the other
until all checks were cleared , and then compare
the bank balance with his checkbook figures.16
The public accountant may be called upon to obtain
and present data which will be considered in making a
decision to buy or sell all or part of a business; he
may be requested to express an independent opinion of
the financial statements.17
Of the many problems faced by the businessman,
the one of tax filing is often placed in the hands of
the certified public accountant.

This places a great

deal of responsibility on the accountant to know and
understand the tax laws and to keep abreast of the
latest developments as they take place.
This includes the preparation of returns, determination and settlement of tax liability, and advice in
connection with federal, state, and local taxes. 18
The accounting provisions of contracts and leases,

16Richard c. Rea, "Public Accounting in Smaller Communities," Journal of Accountancy, October, 1955, p. 276.
17Montgomery, op. cit., p. 7.
l81nstitute of Chartered Accountants of Scotland,~
History of the Chartered Accountants of Scotland (Edinburgh:
Instituteo~hartered Accountants of--SCotland, 1954),
p. 85.
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preferred stock, note and bond agreements or indentures ,
patent and license agreements , compensation and pension
plans, corporate reorganizations, articles of copartnership, and agreements for the purchase or sale of all or
part of a business are often referred to the public
accountant for review and suggestions before adoption.
The public accountant someti mes is called upon to
testify in court as an expert witness.

Such testimony

may be required when fraud has been discovered and is
to be proved, when there are facts to be established by
accounting evidence, or when the public accountant's
opinion is sought as to whether generally accepted
accounting principles have been followed.
Services to The Public
The accounting profession has been called upon with
increasing frequency to perform public services for which
its individual members are particularly well qualified by
training and experience .

Public accountants are active

in charitable and public welfare groups in their communities and many take part in assisting or participating
officially in local government functions .

others devote

time to accounting education, as teachers or in an advisory capacity.

Services rendered by public accountants

in the fiscal and procurement branches of the armed
services during both World Wars are well known.

More
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recently, members of the profession have served or are
serving on such governmental projects as the study of
methods of simplification and promotion of economy in
the federal government under former President Hoover.
They also participated in the study of the efficiency of
the Bureau of Internal Revenue and the adequacy of its
staff.

Committees of the American Institute of Accountants

have studied and reported upon improvements in the federal
tax structure, and a group of certified public accountants
has assisted the appropriations committees of Congress
in studying budget requests.

The profession has demonstrated

its capacity and willingness to perform public services. 1 9
Auditing
This includes the review and audit of records,
examination of financial statements for reports to
investors, lending agencies, and regulatory commissions,
and special audits for issuance of securities, mergers
and consolidations, acquisition of businesses, renegotiation of contracts, etc •• 20
This service is probably of least importance to
small businessmen.

The writer is of the opinion that

the rendering of this service will depend on the needs
of each individual client, and will vary from one client

19Montgomery, op. cit.,p. 8.
20Institute of Chartered accountants of Scotland, .2.E• cit.,
p. 92.
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to another.
There have been many attempts to classify audits
according to the nature and extent of the examination by
the addition of some descriptive phrase, and there
are frequent references in accounting literature to "detailed
audits," "complete audits," "continuous audits," "periodic
audits," "general audits," "test audits," "balance sheet
audits," and others.

Such classifications or descriptions

have seldom, for long, been generally adopted by the
accounting profession, for the fundamental reason that
it is impossible to comprehend the scope of an auditor's
engagement in a word or phrase .

CHAPTER IV
THE CERTIFIED PUBLIC ACCOUNTING EXAMINATION
The Results of The Examination
The purpose of this chapter is to summarize the
results of the November, 1961

c.

P.A. examination

.administered by the Texas State Board of Accountancy.
The results of the examination will be broken down
as follows: the number of candidates taking the examination;
the education of the candidates; semester units of accountwork completed; length of time candidate was out of
school; scholastic record in accounting subjects; number
of candidates completing a formal

c.

P.A. coaching course;

accounting experience; age of candidates; and the number
of times the examination was taken.
Number of candidates taking the examination.

The

total number of candidates sitting for the November,
1961 examination in Texas was 1,362.

Of this total only

6 passed all subjects at the first examination; 188
previously conditioned or failed passed; 779 included
candidates conditioned; and 389 included candidates
failing .
Education of the candidates .

The education of the

candidates is grouped into eight categories:
30

(1) high
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school graduates or the equivalent included 5 candidates;
(2) businessa::hool or accounting correspondence course
students, 96; (3) college students with less than 2 years
of training, 68; (4) college students with 2 but less
than four years, 143; (5) college graduates with an
accounting major, 751; (6) college graduates with a
nonaccounting major, 91; (7) postgraduate accounting
students whose degree had not been received, 134; and (8)
postgraduate accounting students with a degree, 74.
Of the 68 college students with less than two years
of training, one passed all subjects at the first examination; of the 143 with two but less than four years, one;
of the 751 with an accounting major, two passed; and two
out of the 74 postgraduate accounting students with
degrees.
Nine of the 96 business school or accounting
correspondence course students passed the examination
who were previously conditioned or failed; 8 with less
than two years; 12 with two but less than four; 103
with an accounting major; 6 college graduates with a
nonaccounting major; 31 postgraduate students without
a degree; and 19 postgraduate students with a degree.
Three of the 5 high school graduates failed; 50 of
the 96 business school or correspondence course students;
23 students with less than two years of college; 51 with
two but less than four ~ars; 27 graduates without an
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accounting major; 21 of the 134 postgraduates without a
degree; and only one with a degree.
Semester units of accounting work completed.

A

third factor to be considered is that of the semester
units of accounting work completed.

Of the 1,362

candidates, 176 had less than 21 units; 487 had from 21
to 31 units completed; and 699 had over 31 completed
units.
Length of time candidates were out of school.

Another

important aspect of the examination included the length
of time candidates were out of school.

Eighty-five

included candidates still attending undergraduate college;
46 attending graduate college; 202 out of school less
than a year; 337 out of school from 1 to 2 years; 233
out of school from 3 to 5 years; and 459 were out of
school over 5 years.
Of the 85 students still attending undergraduate
school one passed the examination at the first sitting,
7 passed who were previously conditioned or failed, and
41 failed; of the 46 attending graduate college, 8 passed
who had previously failed, and 9 failed.

Those persons

out of school less than a year included 202.

Of

this

number 2 passed for the first time, 18 passed for the
second time, and 74 failed.

Of

the 337 out of school

from 1 to 2 years, one passed for the first time, 56
passed for the second, and

So

failed.

Of the 233 persons

out from 3 to 5 years, 2 passed for the first sitting,
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36 for the second, and 52 failed.

Four hundred and

fifty-nine persons were out for more than 5 years; there
were no successful candidates at the first sitting, 63
were successful the second time, and 128 were unsuccessful.
Scholastic record in accounting subjects.

Another

important question revealed by the statistical information was the scholastic record in accounting subjects.
The superior bracket group included 93; above average
included 749; average, 477; below average, 2; and those
not reporting, 41.
Number of candidates completing a formal C. P.A.
Course.
formal

The total number of candidates completing a

c.

P.A. coaching course was 457.

Of the 457,

402 were residence courses and 55 took the correspondence
course.
Accounting experience.

The number of candidates

taking the examination without any experience was 268;
private accounting, 438; government agency, 114; public
accounting, 59; certified public accounting, 464; teaching
accounting, 15; and teaching and being a certified public
accountant, 4.
Age of candidates.

The number of candidates taking

the examination under 25 years of age was 198; from
25 to 30 years of age, 558; from 31 to 35 years of age,
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240·, and those over 35 years of age, 366.
There was 198 candidates sitting for the examination
under 25 years of age.

Of this total number, 29 passed

for the second time, and 75 failed.

Five hundred and

fifty-eight ranged from 25 to 30 years of age; 2 passed
for the first sitting, 85 at the second, and 159 failed.
From 31 to 35 years of age there was a total of 240
for which l passed at the first sitting, 37 at the second,
and 54 failed.

The last group included 366 who were over

35 years of age, 3 passed at the first sitting, 37 at the
second, and 101 failed.
Number of times the examination was taken.

Those

candidates taking the examination one time were 206
in number; two times, 233; three times, 226; four
times, 176; five times, 141; and six or more times
380.
Six candidates of the total 1,362 passed the examination for the first time with 153 unsuccessful candidates;
those taking it for the second time, 27, and 92 failed;
three times, 37 with 46 failures; four times, 26 with
27 failing; five times, 26 with 27 failing; and six or
more times, 62 with 37 failures.
Objectives of the Examination
In a recent bulletin bearing the title "The C. P.A.
Examination," the American Institute of Accountants
describes the examination as the "gateway to a profession.

11

This is an apt characterization of the chief function of
the examination, the admission of competent persons
to practice as certified public accountants.

The

c.

P.A.

examination is a test of the ability and resourcefulness
of candidates for certificates.

It sets a high standard

to insure that those who pass can meet the public demands
for their services.

It is not intended to restrict

arbitrarily the number of practioners or to prevent any
qualified person from practice.21
A committee of the American Accounting Association,
after considering the problem of setting a standard, suggested that the purpose of the

c.

P. A• . examination should

be to determine those individuals qualified to practice
on their own account as certified public accountants in a
medium sized community.

The committee recommended the use

of questions aimed toward the determination of ability
to analyze, co-ordinate, think, and exercise judgment,
rather than questions aimed toward the determination of
factual and technical knowledge only.

Needless to say,

the Board of Examiners bas striven to be fair and impartial to all candidates in the procedures adopted as
a means of attaining the desired objectives.

21American Institute of Certified Accountants,
Uniform Certified Public Accountant Examination (New
York: American Institute of Certffied Public Accountants, 1956), p. 17.

CHAPrER V
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PROFESSIONAL ORGANIZATIONS
American Institute of Certified Public Accountants
History.

The seeds for the organization of account-

ing in the United States were planted at a meeting of
accountants of the offices of Messrs. Barrow, Wade and
Guthrie on December 22, 1886. 22

The meeting was called

by Mr . James T. Anyon and attended by six or seven men
interested in public accounting.

Mr . Guthrie presided

during the meeting and led a discussion concerning
various methods of improving the accounting profession
in the United States.

Partly because of this meeting, the

f irst strictly professional association was formed in
1886. 23

The organization adopted the name of American

Association of Public Accounting, and its purpose was
to elevate the profession of accounting .
The first state society of accounting was organized
in New York in 1896.

Soon additional state societies

22aarrow Wade and Guthrie was one of the earlier
accounting fi~ms fo~ed in the United States with principal offices located in New York City.
23wilmer L. Green, History and Survey of Accountancy
(New York: Standard Text Press,-U30), p. '2!7.
36
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began to develop in other states.

To coordinate these

state societies and encourage local organizations, the
Federation of Societies of Public Accountants in the
United States was organized in Washington

n. c.

in 1902.24

The first international Congress of Accounting was held
in St. Louis during the Louisiana Purchase Exposition in
1904. 25 At this meeting a joint committee of the American
Association of Public Accountants and the Federation of
Societies of Public Accountants in the United States met
and agreed upon a plan of consolidation.

The new Associa-

tion was formed in 1905, and adopted the name of American
Association of Public Accountants. 26 During the year of
1916 a plan was approved and adopted by the members of
the Association whereby the American Institute of Accountants succeeded the old Association.

Members of the old

organization became charter members of the Institute and
a new constitution was adopted and a federal charter obtained.

In January of 1917 the name American Institute

of Accounting, which may hereafter be referred to as
AIA, was formally adopted.
In 1921 a number of members of the Institute wanted

24Ibid., p. 218.
25Ibid., p. 225.
26Texas Society of Certified Public Accountants,
Roster of Members, 1954-55, Texas Society of Certified
Public "Xccountants, p. 84.
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an organization just for

c.

P. A.'s in order that they

might emphasize the value of the certificate.

Thus the

American Society of Certified Public Accountants was
formed.

Its object was to protect and foster the

certificate as granted by the various states.

c.

P.A.

However,

as early as 1924 a movement was started to bring about
a consolidation of the Institute and American Society
of

c.

P. A.'s.

State Society of

In 1932 the directors of the New York

c.

P. A.'s adopted a resolution express-

ing an opinion that the profession would be best served
by one national organization.

All state societies were

asked to cooperate in this goal.
A committee on amalgamation was appointed by the
President of the Institute in October of 1933.

This

committee from the American Society developed a basis
for a merger, with the merger finally becoming effective
in 1936.27

All members of the American Society in good

standing who availed themselves of the opportunity became
members or associates by the beginning of 1937.
In 1957 the organization adopted the name American
Institute of Certified Public Accountants. 28 Thus the
AICPA remains today as the coordinating unit and voice

27Ibid., p. 85.

281,etter from Katherine Michaelsen, Librarian, The
American Institute of Certified Public Accountants, New
York, New York, March 28, 1961.
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of the accounting profession.
Purposes.

The purposes of the American Institute

of Certified Public Accountants are as follows:
1.

To unite the accountancy profession
in the United States as constituted
by the certified public accountant
of the several
states, territories ,
.
possessions, and the District of
Columbia.

2.

To promote and maintain high professional
and moral standards within the accounting profession.

3.

To assist in the maintenance of high
standards for the certified public
accountant certificate in the several
states, territories, possessions and
the District of Columbia.

4.

To develop and maintain standards for
the examination of candidates for
admission.

5.

To safeguard the interests of certified
public accountants.

6.

To advance accounting research.

7.

To develop and improve accountancy
education.

8.

To encourage cordial relations among
certified public accountants practicing
in the United States and accountants of
similar status in other countries of the
world.29

Membership.

The American Institute of Certified

Public Accountants is a society composed of approximately
thirty-seven thousand four hundred 30 individual C. P. A.'s

York:

29American Institute of Accountants, By-laws (New
American Institute of Accountants, 1954), p. 3.
3 0ibid.
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located throughout the United States and its territories
bound together by a connnon interest.

Of this total,

Texas has about two thousand five hundred and thirty . 31
The membership is approximately fifty-four per cent of the
total certified public accountants, of which Texas has
about sixty-five per cent of its

c.

P. A.'s affiliated and

about eighty per cent affiliation in state societies.32
Organization.

The council of the Institute constitutes

the governing body of the organization.
the following:

It is composed of

seventy-two members in practice elected

at the Institute's annual meeting according to place
of residence; nine members in practice elected at the
annual meeting without regard to place of residence;
president of the Institute, the four vice presidents, and
treasurer; all past presidents of the Institute; and
American Society of Certified Public Accountants who are
members of the Institute; and members of the Institute
who are current presidents of state or territorial societies of certified public accountants. 33
It is the duty of the council to take control and
management of all the property of the Institute, to
elect or appoint such agents or employees as may be

31Ibid., p. 3.
32Ibid., p. 8 .
33Ibid., p. 9.
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necessary for the proper conduct of the affairs of the
Institute, and to keep a record of its proceedings.
The council may delegate to the executive of officers
and members, the right to review rules and regulations
of the board of examiners and committee on admissions ,
and filling a vacancy in the executive committee.

The

executive committee consists of the president, four vice
presidents, and treasurer of the Institute plus seven
other members of the council elected by the council.
Function.

The Institute functions at the national

level mainly through its publications, committees, and
permanent staff located in New York.

The Institute seeks

to serve the accounting profession from a national
standpoint as well as to render to individual practitioners,
service.

The organization acts as liaison for the

profession with other national organizations and with
governmental agencies.

Through its various committees

it is active in all fields that affect the profession
of accountancy.
American Accounting Association
History.

At the annual meeting of the American

Economic Association, held in Washington D.

c.

in December,

1915, a small group of accounting instructors from a few
universities decided to form a national association.
Thus the American Association of University Instructors
in accounting was formally organized in Columbus, Ohio,
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December 28, 1916. 34

These teachers foresaw in the

Association an opportunity to promote acquaintanceship
and to stimulate the exchange of ideas.
Instructors from twenty universities and fifteen
states attended the first meeting of the Association.
During the years of World War I, meetings were poorly
attended and nearly all technical sessions were scheduled
at joint affairs with the American Economic Association.
During the Association's convention of 1935 the opinion
was voiced advocating broadening the purposes and membership of the Association of University Instructors in
accounting took the necessary steps and reconvened as
the American Accounting Association.

The members

immediately elected new officers and took steps to
perfect the organization which consisted of broadening
the scope and membership requirements of the organization.
The Association has been an important element in strengthening the accounting profession through its influence on
accounting students who will be the accounting leaders
of tomorrow.
Purposes.

The purposes of the Association are as

follows:
1.

To encourage and sponsor research in
accounting and to publish or aid in the

34American Accounting Association, General Information
(Columbus: American Accounting Association, 1960), p. 7.
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publication of the results of research.
2.

To develop accounting principles and standards
and to seek their endorsement or adoption by
business enterprises, public and private
accountants, and governmental bodies.

3.

To promote studies of accounting as an agency
of control of business enterprise and of economic
affairs in general.

4.

To improve methods of instruction, and to
demonstrate the social benefits of a more
widespread knowledge of accounting . 35

Membership.

The members of the American Accounting

Association are divided into three classes:
life members, and associate members.

regular members,

The three classes are

distinguished by different amounts of dues, publications
received, and voting privileges .

There is no initiation

fee, and the sole qualification for membership is an
interest in the advancement of accounting theory and practice.
Organization.

The Association is composed of approxi-

mately six thousand individual members located throughout
the nation.36

The administration of the general affairs

of the Association is executed by the executive committee
which consists of the seven officers of the Association
plus the three ex-presidents last holding office.
Function.

The Association functions through committees,

its regional and annual meetings, and its publications.

35Katherine Michaelsen,~• Cit .
36American Accounting Association, Loe. Cit.

44

'nlrough these means it endeavors, to the fullest extent,
to carry out the purposes of the Association.
In addition the Association has chapters located
within the state.

They are the Southwestern Drug Company

of Dallas; The General Dynamics Corporation of Fort Worth
and The Pan American Petroleum Corporation of Houston.37
National Association of Accountants
History.

The Association was organized in Buffalo

in October, 1919, by a group of thirty-seven leading
accountants .

These accountants were interested in

problems concerning cost accounting in industrial enterprises.

They wished to develop a better understanding

of the true nature and function of accounting, especially,
cost accounting in industry, and establish sound principles in industrial accounting.

Up to this time there

had been no attempt to create an organization which would
bring together cost men from all lines of business and
which would provide a clearing house for the ideas of
the leading men in all phases of industry.

The first

annual convention was held at Atlantic City in September,
1920. 38

At this meeting the scope of the organization

37Letter from William Whittington, Associate Professor
of the Department of Business Administration of Texas A & M
College, College Station, Texas, March 29, 1962.
38National Association of Cost Accountants, A Brief
Story of Its Services and Activities (New York: National
Associalioilof cost Accountants), p. 10.
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and membership requirements were broadened by admendments .
On June 30, 1957 the Association developed the name National
Association of Accountants,39 and has since enjoyed steady
growth and has greatly increased the effective use of
cost accounting.
Purposes.

The purposes of the Association are as

follows:
1.

To develop a better understanding of the true
nature and function of accounting especially
cost accounting, in industry .

2.

To establish sound general principles in
industrial accounting and to study technical
methods with a view to their improvement .

3.

To supply to its members information of the
most up-to-date methods, assist them in solving
their individual problems, and cooperate with
them in the advancement of the science of
industrial accounting.

4.

To collect through research and to disseminate
generally all fundamentally sound industrial
accounting principles and methods.

5.

To develop among executives, the public generally,
and the members of the Association a true understanding of the executive value of industrial
accounting, and the proper relationship of
accounting officers to the general management .

6.

To promote better acquaintance and to exchange
information among persons interested in the
problems of industrial accounting . 40

Membership.

The National Association of Accountants

is composed of approximately thirty-seven thousand members

39william Whittington,~- cit.
40National Association of Cost Accountants, Loe. cit.
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brought together by their common interest in industrial
accounting.

Also because it was recognized early in

the history of the Association that great value would
arise from an opportunity for members to meet together
locally, chapters of the Association were authorized
by the by-laws of the Association for which six were
established in the state in the fol l owing places:

Boggus

Mostors Inc . of Corpus Christi; Chance- Vought Corporation
of Dallas; Texas Steel Company of Fort Worth; Biehl and
Company of Houston; Lone Star Steel Company of Longview;
and The National Cash Register Company of San Antonio. 41
Organization .

The general governing body of the

Association is the board of directors.
the following:

It consists of

(1) fifty directors elected by the members

of the Association, (2) one elective officer of the
Association, and (3) all past presidents of the Association who are members in good standing.

The executive

committee, composed of the ten national officers and three
members elected by the board of directors, coordinates
and administers all the activities of the Association
as directed by the board of directors.
Functions .

The Association functions at a national

level through its committees, national headquarters,
publications, and annual conferences; and at the regional

41Katherine Michaelsen, Loe. cit.
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level through its committees and regional cost conferences .
There may be as many as five regional meetings per year
throughout the United States.

Through these tools the

Association crystallizes and presents vital procedures,
information, and ideas sought by industrial accountants.
Each chapter provides for members residing within the
chapter area a series of monthly meetings and other
special activities which is most valuable to every member.
Thus each chapter provides an excellent avenue by which
the Association may reach individual members.
'lbe Institute of Internal Auditors
History.

The Institute of Internal Auditors is the

outgrowth of the belief on the part of internal auditors
that an organization was needed to develop the true professional status of internal auditing and that a medium
should provide for the interchange of ideas and information among those engaged in its practice .

Crystallizing

this belief, a group of internal auditors met in
September, 1941, to form the Institute of Internal Auditors.
In November, 1941, the Institute was formally incorporated
under the laws of New York. 42

On December 9, 1941, the

Institute held its first annual meeting.

Since then its

growth has been steady, and today it is the recognized

42The Institute of Internal Auditors, Evolution of the
Institute (New York: The Institute of Internal Auditors-,1958), p . 3.
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professional organization in the field of internal
auditing.
Purposes .

The purposes of the Institute are:

1.

To create, disseminate and promote an interest
in information concerning internal auditing and
related subjects. To cause the publication of
articles on practice and methods pertinent to
the subject of internal auditing.

2.

To establish and maintain high standards of
professional conduct, honor and character among
internal auditors.

3.

To promote contact and the exchange of information among members through meetings, conferences,
and other group activities .

4.

To do any and all things which shall be lawful
and appropriate in furtherance of any of the
foregoing purposes.43

Membership.

The by-laws of the Institute provide for

five classes of members:

(1) regular members, (2)

associate members, (3) junior members, (4) honorary
members, and (5) retired members.

The class of re-

gular members consist of charter members and internal
auditing with administrative or supervisory functions.
Associate members are those working in fields related to
internal auditing but not eligible for regular membership.

The junior class is open to internal auditors who

have no supervisory duties, and to students.

Honorary

membership is given to outstanding individuals in the
field of internal auditing.

Retired members consist of
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those who have been members for five consecutive years,
have retired from active business and have reached the
age of sixty.
Organization.

The Institute of Internal Auditors

is composed of approximately thirty-three hundred members. 44
Upon application of ten or more members in any locality,
the board of directors may authorize a chapter to be
established; and to coordinate the chapters in certain
areas, regional officers are designated .

The governing

body of the Institute is the board of directors.
board is composed of the following:

The

(1) the officers of

the Institute; (2) the three most recent past presidents;
(3) one director from each area designated as a region
by the board of directors and (4) nine additional
directors from the membership of the Institute.

The

executive committee is composed of three members appointed
by the board, who supervise affairs of the Institute
between board meetings.
Function.

The Institute of Internal Auditors

functions at the national level through its committees,
national headquarters, publications, and conferences.
It is through these_ various methods that the organization
discharges its responsibilities at the national level.
At the local level the Institute functions through its

44Letter from Bradford Codmus, Managing Director,
The Institute of Internal Auditors, New York, September
22, 1961.
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chapters in designated cities.45
Texas Associations
Societies in the state of Texas have been organized
to serve and strengthen the accountants within the state.
The following is a list of state associations:
(1) Controller Institute which has a branch in Houston
and one in Dallas; (2) Petroleum Accountants Society,
having branches in Dallas, Houston, and Fort Worth; (3)
and the Texas Society of Certified Public Accountants
which has ten branches located in Abilene, Austin,
Corpus Christi, Dallas, Fort Worth, Houston, Lubbock,
Permian Basin, Rio Grande, and San Antonio.

4~radford Codmus, Ibid.
'

CHAPTER VI

THE FUTURE OF ACCOUNTANCY
One writer describes what he considers will be the
accountant of tomorrow:
The characteristics of the public accountant
of tomorrow will be similar to those of today with
respect to independence, moral character, judgment
imagination, tact, and willingness to accept respo~sibility. Today a college education with a major
in accounting has become the standard of education
for those entering the profession. 1be public
accountant of today is tending toward higher educational standards, and the public accountant of
tomorrow is going to reach them. His knowledge
of technical subjects will be no less than today,
but his knowledge of social subjects will be much
greater . 46
The certified public accountant's profession came
into being and developed as the result of the evolution
from the relatively simple family organization to the more
complex society of an industrial economy, in which
millions of persons have become identified with corporate
ownership as distinct from corporate management.

The

certified public accountant has contributed importantly
to the rapid growth of the industrial economy.
not be content with that, however.

He must

With new fields of

46John w. Queenan, "The Public Accountant of Today
and Tomorrow," Accounting Review, July, 1956, p. 260.
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knowledge to master, the accounting profession is continously called on to improve the competence of its
members-to do better, today and in the future, the things
they profess to be able to do well; to attain a degree
of skill in new areas compatible with existing areas of
expertness .
It is possibl e to draw conclusions from past performance and venture an opinion on what the time to come
holds by considering the past, the present state of public
mind, and the recurring changes in accounting procedures.
These three factors give us ample encouragement for a more
promising outlook.
It should be kept in mind that public accounting is
a very young profession.
in the present century.

It has made tremendous strides
Its standards are constantly

becoming higher, with more and more stress placed on
the fundamentals and on the cultural side of the preprofessional education.

All of this tends toward dignity

and command the respect of the public .

It is sincerely

believed that the future appears bright for the young
profession .
The Supply of and The Demand For Accountants
The last fifty years have seen developments in
accounting which leading accountants at the turn of
the century could scarcely have imagined.
There is every reason to believe that the future
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possibilities of the accounting profession in the state
are just as far beyond our present imaginings .

As

machines

and the structure of business and industry grow more
complex, as investment in production facilities require
more and more capital, accounting will continue to provide information necessary for the exercise of human
control so that technological advances will serve humanity
and not the reverse.
The need for accountants is obviously great .

The

most attractive part of it is that the demand far exceeds
the supply; the field is far from overcrowded.

Already

there is an unfilled demand for good accountants and
industry's need is continually growing.

Proof of this

great, unfilled demand is that many public accounting
firms and industrial concerns go so far as to send
scouts and representatives to college campuses all
over the country in an effort to recruit promising
accounting students for their staffs .
There was a shortage of qualified accountants,
especially public accountants, in 1960.

'J.'he demand

is expected to continue strong for the next five to ten
years unless there should be a sharp economic change.
It is estimated that there will be openings for as many
as 10,000 accountants annually to replace those who
decease, retire, or transfer to other occupations, and
at least half as many each year to fill newly created
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positions.47
According to Maralyn Bertils there is good
reason for the spectacular rise in accountancy and
according to her prediction it will continue.

The fact

is that the more our American economy expands, the more
accountants are required to make it work.48
Mr. James P. Mitchell has this to say concerning
the supply of and the demand for accountants in the state
of Texas:
The need for accountants was very great
for new workers during World War II and has continued
high in the years following. Employers, economists,
accountancy experts and educators agreed in 1960,
that job openings for all classes of accountants
and specialist in particular, will keep somewhat
ahead of the anticipated supply through the 1960's
and beyond.49
It is the writer's belief that the progress in science
and techniques of accounting has made possible an inc~ease
in the size, complexity and territorial scope of business
operations.

But the profession's spectacular growth during

the past half century has been but a prelude to the future.

York:

47The Chronicle Guidance Publication, Outlook (New
The Chronicle Guidance Publication, 1960), p. 17.

481.,etter from Maralyn Bertils, Examination Section,
Texas Society of Certified Public Accountants, Dallas,
Texas, July 19, 1960.
49Letter from James P. Mitchell, Secretary, United
States Department of Labor, Washington, D. C., January
5, 1962.

CHAPTER VII
SUMMARY AND CONCLUSION
The growing complexity of business, of revenue
systems and of all forms of society make greater and
greater demands each year.

As

business constantly

enlarges so does the responsibilities of the accountant,
who must continue to construct a sound financial foundation.
The Double-entry bookkeeping method gave accounting
its beginning and since that time achievements in accounting methods seem limitless and their effects upon civilization might be difficult to visualize .

'lbe first book

on the double-entry method of bookkeeping was published
shortly after the invention of the printing press.
Among the early books of bookkeeping in Italy Summa
de Arithmetica Geometria, Proportioni e Proportinalita
was issued in print in 1494 in Venice by Lucas Paciolo,
who is considered by some people to be the father of the
double-entry method .

Commune di Genora, Maestri Razionali,

and The Merchants' Mirrour of Directions for~ Perfect
Ordering and The Keeping of His Accounts, are but a few

-- -- ---- -- --

of other great books on bookkeeping written over a period

0
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of three hundred years .
John A. Cooper in writing during the year of 1908
listed several books written in Great Britain as exerting
a very great influence on the development of accountancy
in the United States.

Among these books were:

Accounting

Theory and Practice by Lisle, Auditing by Dicksee,
Advanced Accounting by Dicksee, and Bookkeeping by Van
de Linde .

Some of the American writers of textbooks

exerting present day influence on accounting include
David K. Keister, Henry R. Hatfield, Lloyd E. Goodyear,
Roy B. Kester, W. A. Paton, George H. Newlove, C. Aubrey
Smith, John A. White, and Robert H. Motogomery .
All of these developments of accounting have placed
upon the profession additional obligations, responsibilities and opportunities.

The certified public accountant's

profession in Texas came into being and developed as
the result of the evolution from the relatively simple
family organization to the more complex corporate enterprise of an industrial economy, in which millions of
persons have become identified with the new areas of
existing expertness .
Since the original statute to govern the practice
of accountancy in the state of Texas was enacted in
1915, there has been a continous trend toward uniformity
in eligibility, education, and experience.
In recent years, more and more attention has been
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focused on the types of work performed by the certified
public accountant, largely because of the interest of
government bodies in the condition of business and the
sharp changes in the relative size of different industries.
Hence, the phrase "accounting" has come into the vocabulary
of every businessman.
Generally the word is used rather loosely, and many
people consider it synonymous with bookkeeping.

Actually,

bookkeeping is a part of the accounting function, and
an essential part, but many other major funtions
constitute the job of the C. P.A..

If bookkeeping

is as much as one expects from an accountant, that person
is missing many services.

The C. 'P.A. may be relied

on to assist and perform many functions:

auditing,

analyzing and interpreting, tax filing, reviewing and
suggesting the adoption of contracts, examinating
financial statements and some devote time to accounting
education.

These are but a few of operations performed

by the C. P.A .•
Today, accounting is the nerve center of almost all
business .

'!be modern businessman relies on facts rather

than hunches, and his financial facts are organized for
him by accountants.

Some accountants have risen from an

office boy's job but nowadays practically every public
accounting firm and most private business concerns prefer
a person who is college trained and has passed the
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rigorous examination prescribed by law, signifying that
he is a certified public accountant.

Thus the

c.

P.A.

examination has come to be a reflection of the increasing
demands of accounting and the outstanding services
accountants are able to perform skillfully.
There are some successful candidates who are not
college graduates and who have received their training
in evening schools or by correspondence study or other
special courses.

A relatively smaller percentage of

these candidates pass than of those who have been graduated from a college or university with a major in accounting.
While the information and suggestions included
in this study are a distinct help, they are no substitute
for fundamentally sound training, for knowledge and
awareness of recent developments in the art of accounting and in the profession.
In speculating upon the future of accounting, it
is encouraging to note.the constant and tremendous
strides and irreversible changes.

This much is certain:

as business enterprises flourish as never before, promising
accounting opportunities will be essential for the
continued vitality of their survival.
Much has been written about the future of accounting,
and suffice it to say at this point, the new age will
challenge the very best services as well as demand
countless accountants.
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A few years ago, when business progressed at a more
moderate pace, it might have been presumptuous to suggest
a reasonable number of accountants to meet the forecoming
demands.
Unless one attempted to play the role of supreme
planner, he could not predict the number of accountants
necessary to meet the need of the state's economic
expansion.
"A profession is no better than the people in it."
This was the thought of those accountants who first
planted the seeds of organization. of accounting in the
United States in December, 1886.

From the adoption of

the American Association of Public Accounting, the first
organization which sought to elevate the profession of
accounting, grew the development of state societies and
later local organizations.
Because the accounting profession is dynamic, its
members in the state of Texas began to realize something
of the scope and importance of the reliance placed on
them by the public, and concluded that many of the
problems could be dealt

with best by professional

organizations on a statewide and nationwide approach.
Societies in the state have been organized and now
have state associations and branches located in many
Texas cities.

APPENDICES

APPENDIX A
TYPES OF PROBLEMS INCLUDED IN THE EXAMINATION
Accounting Practice Part I
On September 1, 1953 A purchased from Ban electrical
appliance business for $34,133 which he operated as the
Electrical Appliance Company.
allocated as follows:

The purchase price was

Merchandise $27,833, trucks

$5,400, shop equipment $300 and office equipment $600.
Settlement with B was made by the issuance of a
90-day non-interest bearing note for $16,000 and cash
for the balance which was included in the disbursements
f or September.
A assumed a nine-year rental contract with C for
the building occupied by the business at a guaranteed
monthly rental of $500, plus 5% of net sales in excess
of $10,000.
The transactions for September were as follows:
(1) installment and other charge sales were $12,750

included 2% state sales tax.
$6,310 of this total.

Installment sales were

Notes were accepted with a face

amount of $6,800 and immediately discounted on a recourse
basis.
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(2) Cash receipts (deposited):
Received on account from customers
Sales contracts discounted with finance company
Cash sales, including 2% sales tax
Collections on discounted contracts
Bank loan (secured by electrical appliances)
Invested by A

2,552 . 00
6,410.00
6,120 . 00
1,475.00
17,190.00
7,500.00

(3) Disbursements:
Merchandise
Salaries and wages (7 employees)
Rent
Miscellaneous office and general expense
Shop supplies
Finance company collections
Insurance
Heat, power, and water
Bank loan

31,808.00
2,114.00
500.00
125. 00
135.00
1,175.00
75.00
25.00
2,190 . 00

Other information available about the operations is
as follows:

a.

Payroll tax of $36 . 00 and withholding tax of $250.00
had been deducted from salaries and wages .

b.

Cost of sales for September is estimated to be
$11,310.00.

c.

Cash customers were allowed $357.00 and charge customers'
accounts were credited with $643 . 00 for merchandise
traded in on sales. Of this total, 45% is considered
an over-allowance. None of the used merchandise has
been sold. The state tax is applicable to the
gross amount of all sales.

d.

Depreciation is to be computed at annual rates of
33 1/3% on trucks, 20% on shop equipment and 10% on
office equipment.

e.

Loss arising from sales on credit is expected to amount
to 2% on such sales.
You are to prepare a formal balance sheet at September

30, 1953 and an income statement for the month.
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Accounting Practice Part II
Able, Baker and Charles were partners in a service
subiness until February 15, 1953, at which time Baker
withdrew.

Able and Charles continued the business until

July 1, 1953 when they admitted Doe as a partner.

They

have continued to operate the same business.
You are to prepare a statement showing source and
application of funds for the business for the year from
January 1, 1953 to December 31, 1953.

Also prepare a

schedule in good form showing changes in working capital.
Preparation of a worksheet is not necessary, but your
principal computations should be presented in good form.
Comparative balance sheets and additional information
follow:
Balance
12/31/52

Balance
12/31/53

Increase
or
(Decrease)

$ 3,675
Cash
3,241
Trade accounts receivable
420
Sundry receivables
Cash value of life insurance 8,280
983
Supplies and prepaid expenses
2,050
Notes receivable-trade
5,000
Goodwill
3,000
Land
32,338
Building and equipment

$13,239
5,526
100
5,020
1,232
3,140
1,311
3,000
13,374

$ 9,564
2,285
(
320)
( 3,260)
249
1,090
( 3,689)

$2,680
Trade accounts payable
Notes payable-Baker
Bank loan
Installment equipment notes
1,406
Accrued expenses
12,372
Able, capital
15,946
Baker, capital
12,372
Charles, capital

$

950
10,000
1,000
7,600
1,972
12,370

$(1,730)
10,000
1,000
7,600
566

$44,776

----------------

-----$44,776

$57,932

-----11,170

12,870
$57,932

-----837

$I3,I5S

(

2)

(15,946)
( 1,202)
12,870

$I3,I5S
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Additional information
1.

Until February 15, 1953, Able, Baker and Charles
divided profit and loss equally. On February 15,
1953, Baker withdrew from the partnership under
agreement that he was to accept $4 000 in cash and a
partnership note for $10,000 in fuil settlement of
his interest.
The
six
his
had

note is payable in installments of $2, 000 each
months starting March 1, 1954. At the time of
withdrawal his drawings for the year to date
exceeded his $570 share of net profits by $20.

2.

In connection with Baker's withdrawal, the entire
goodwill account was written off against capital and
the insurance policy on Baker's life was cancelled
at its cash surrender value of $5,360.

3.

Able withdrew $7,200 and Charles $8,400 during the
entire year. Doe withdrew $4,700 after he became a
partner. Except for the transactions described, the
only other entries in the partners' capital accounts
were for division of profit and loss.

4.

During the last one-half of the year some equipment
was sold for $1,000 cash. The original cost of this
equipment was $3,700 and accumulated depreciation was
$2,940. New equipment costing $10,000 was purchased.
Installment notes of $8,000 due $200 per month were
given in part payment.

5.

In December, $947 of accounts receivable were written
off as uncollectible and obsolete supplies amounting
to $369 were written off to expense. The notes receivable are due within one year and are believed to
be collectible.
Theory of Accounts
A small manufacturing company owned one factory

building in 1949 with a net depreciated cost of $90,000.
Machinery and equipment was carried at $120,000.

Because

of expanding business in 1950 it built a new building
at a cost of $150,000 and installed $210,000 of equipment
in it.

In the period from 1950 to the end of 1953 it
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put some new equipment into the old building and continued
to operate both plants.

Depreciation has been computed

on a straight-line basis .
In 1954 the company shut down the old plant because
of lack of orders .

They propose that they should quit

taking depreciation on the old building and machinery.
They suggest that, while the old plant is useful, it is
not in use and is not wearing out.

They also suggest

that to take depreciation on it increases their cost,
overvalues inventory, and places them in a poor competitive
position to bid for business since their costs are high.
You are to give a full discussion on their proposal
and their arguments.
Auditing
Your client took a complete physical inventory under
your observation as of December 15 and adjusted the inventory
control account (perpetual inventory method) to agree
with the physical inventory.

You have decided to accept

the balance of the control account as of December 31,
after reflecting transactions recorded therein from
December 16 to December 31, in connection with your '
examination of financial statements for the year ended
December 31.
Your examination of the sales cut-off as of December
15, and December 31 disclosed the following items not
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previously considered.

What adjusting journal entries,

if any, would you make for each of these items?
DATE
Cost

Sales Price

Shipped

Billed

Credited to
Inventory Control

$284
391
189

$369
502
213

12/14
12/10
1/2

12/16
12/19
12/31

12/16
12/10
12/31

Commercial Law
A was a salesman employed by P to travel a certain
territory and to solicit orders from hardware dealers.
A received an order for 10 garden plows from T, a hardware
dealer.
to T.

A sent the order to P, who then shipped the plows
At the end of the month A collected the purchase

price of the plows from T.
collected to P.

A failed to pay the funds

P had given A no express authority to

collect.
a.

May P require T to pay again?

Explain.

b.

Assume A had been given express authority to collect
for P. If A had deposited the funds which he collected
in his own checking account, and his bank had failed,
could P hold A for the funds collected? Explain.

c.

Assume that A promised to have the plows shipped
promptly to T and that, in gratitude and without
ulterior motive or agreement, T gave a radio to A
as a gift. Assume further that there was no custom
or agreement as between P and A permitting the
latter to accept a gift in such circumstances. P
learned of the gift and demanded the radio. Must
A give the radio to P? Discuss fully.

APPENDIX B
CERTIFIED PUBLIC ACCOUNTANTS IN PROFESSIONAL SOCIETIES
ESTIMATED TOTAL
OF CPAs (a)

NUMBER OF MEMBERS OF
AICPA
STATE SOCIETIES
(b)

(c)

PERCENT OF CPAs IN
AICPA STATE SOCIETIES

ALABAMA

ALASKA
ARIZONA
ARKANSAS
CALIFORNIA

416
51
391
264
7,324

330
30
268
189
3,971

64
36
279
173 (d)
4,835

79.3
58.8
68.5
71.6
54.2

84.1
70.6
71.4
65.5
66.0

COLORADO
CONNECTICUT
DELAWARE
DISTRICT OF COLUMBIA
FLORIDA

745
984
156
656
1,617

486
703
106
348
1,091

585
672 (e)
92
513
909

65.2
71.4
67.9
53.0
67.5

78.5
68.3
59.0
78.2
56.2

GEORGIA
HAWAII
IDAHO
ILLINOIS
INDIANA

902
172
163
5,171
869

583
142
126
2,548
549

618
148
124
558

64.6
82.6
77.3
49.3
63.2

68.5
86.0
76.1
57.4
64.2

461
474
501
797
111

305
350
368
554
70

290
300
405
601
65

66.2
73.8
73.5
69.5
63.1

62.9
63.3
80.8
75.4
58.6

1,962
2,013
2,522
708
326

773
1,152
1,688
472
218

834
1,262
1,811
530
227

39.4
57.2
66.9
66.7
66.9

52.5
62.7

1,347
196
363
75
81

898
111
174
64
60

3,431
218
15,191
841
68

1,758
148
5,164
596
35

2,488
816
760
4,038
211

TENNESSEE
TEXAS
UTAH

236
44
804
3,866
347

VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

42
1,017
1,340
189
1,391
76

28
657
674
144
629
55

69,232

37,379

IOWA

KANSAS
KENTUCKY
LOUISIANA
MAINE
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA

MISSISSIPPI
MISSOURI
MONTANA

NEBRASKA

NEVADA
NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA
OHIO
OKLAHOMA
OREGON
PENNSYLVANIA

RHODE ISLAND

SOUTH CAROLINA

SOUTH DAKOTA

TOTAL

2,910

904
136 (f)
241 (g)
60
55

71.8
74.9

69.6

66.7
56.6
47.9
85.3
74.1

67.1
69.4
66.4
80.0
67.9

1,720
154
9,254
603
60

51.2
67.9
34.0
70.9
51.5

50.1
70.6
60.9
71.7
88.2

1,713
514
498
2,387
165

1,882
592
574
3,034
174

68.9
63.0
65.5
59.1
78.2

75.6
72.5
75.5
75.1
82.5

176
31
526

164

74.6
70.5
65.4
65.4
64.8

69.5
90.9
64.3
80.1
74.6

28
510
954
142
937
65

66.7
64.6
50.3
76.2
45.2
72.4

66.7
50.1
71.2
75.1
67.4
85.5

45,342

54.0

65.5

2,529

225

40
517 (h)
3,096 (i)
259

(a) The figures shown indicate the number of certified public accountants residing or having a
place of business in the state, but not necessarily holding certificates issued by that state,
as of August 31, 1960.
(b) Thirty-six members of the Institute of Certified Public Accountants who were not CPAs on
August 31, 1960 are not included in this tabulation. International associates are not listed.
There were two hundred and four international associates as of August 31.
(c) Members of state societies residing or having a place of business in the state, as of August
31.
(d) As of September 30, 1960.

(e) As of October 10, 1960.
(f) As of August 29, 1960.
(g) As of September 6, 1960.

(h) As of August 1, 1960.
(i) As of July 31, 1960.
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APPENDIX C
SAMPLE QUESTIONNAIRE

1.

What statute governs the practice of accounting in
the state?

2.

Briefly c i te the evol ution of the accounting profession
in the state.

3.

What business enterprises employ the services of the
majority of Texas ' c. P. A.' s?

4.

What basic differences exist in the work of the
independent c. P.A. and the private accountant
in Texas?

5.

How many state associations (organizations) exist in
the state?

6.

Do the state associations tend to meet the challenges
of the fast ever changing society?

7.

What appears to be the present and future status of the
supply and demand of accountants in the state?

8.

Of the many problems faced by the businessman, which
one or ones seem to place the greatest responsibility
in the hands of the C. P. A. 's?

9.

What are the available census figures covering a ten
year period or less on the opportunities in accounting?

10.

Where may a recent· statical chart on the results of a
c. P. A. examination be secured?
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